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[The following article was distributed by Pacific News Service on May 4-8, 1992. The LADB has
authorization from PNS for reprint.] By Walter Truett Anderson * MEXICO CITY The upper floors
of the Executive Tower of Petroleos Mexicanos (PEMEX) afford a spectacular view across Mexico
City, but one obscured by the smog from hundreds of thousands of cars burning PEMEX gasoline.
The future of the government-owned oil monopoly is equally hazy, especially after the recent
explosions in Guadalajara, apparently caused by gasoline leaks from a PEMEX storage facility.
The big question, underscored by the Guadalajara tragedy, is whether PEMEX should retain
its status as a symbol of national sovereignty, or be broken up and taken over by international
oil companies. "The reasons for nationalizing oil half a century ago were very good ones at the
time," says a prominent Mexican economist, "but what we got out of the deal was the world's most
inefficient oil company." Inefficient or not, PEMEX has an enviable situation: a complete legal
monopoly over all hydrocarbon exploration and extraction, crude oil refining, and the production
of basic petrochemicals. It owns eight working refineries and 21 petrochemical complexes. It also
controls crude oil import and export, and wholesale gasoline sales. Its franchised gas stations feature
the green, red and white colors that are also those of the PRI (the ruling political party) and the
Mexican flag. Despite all these advantages, and possibly in part because of them, PEMEX has not
been doing well. It has had to borrow heavily to modernize its outdated technologies, and after
Guadalajara it will probably have to spend more millions to improve the safety of storage facilities.
Were it not for PEMEX's special status, it might already have fallen victim to the administration's
privatization binge. In the past few years the federal government has sold off hundreds of stateowned businesses. It seems entirely logical to business and conservative circles in the United
States that PEMEX should go the same way. American oil companies which see better exploration
possibilities in Mexican offshore areas than, say, in Louisiana are eager to invest in Mexico, and
have been pushing for provisions in the proposed North American Free Trade Agreement (NAFTA)
that would allow them to work out production-sharing contracts with PEMEX. Under Mexican
law, however, certain industries oil, petrochemicals and railroads are designated as "strategic
sectors" of the economy and thus prevented from being owned by foreigners. This designation
could be changed by the Chamber of Deputies but nobody knows how an outright privatization of
PEMEX might play with the public. Many Mexicans still hold a deep distrust of foreign especially
American capitalists. They have not forgotten that the United States took oil-rich California and
Texas. They seem to fear that they might lose not just their company, but their oil. The Mexican
left bitterly critical of PEMEX as a corrupt oligarchy nevertheless remains determined not to let
it be de-socialized. Its chief spokesman a leading contender in the last presidential election and
probably the next is Cuauhtemoc Cardenas, son of the man who nationalized the oil companies in
1938. The right, represented by President Carlos Salinas de Gortari and his free-market economists,
is forced into a defensive position by the Guadalajara incident, but in private would probably just
as soon sell PEMEX back to the gringos. Public opinion seems to be equally complex. A recent
poll by the news magazine Este Pais found that 95% of respondents considered PEMEX to be
corrupt, but a considerable majority believed it was efficient and opposed letting foreigners into the
Mexican petroleum business. The poll, however, was conducted before the Guadalajara disaster.
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Under Salinas' "opening up" policy, Mexico has been letting foreigners into the closely related
petrochemical business. But the oil industry itself is still off-limits. American firms may sometimes
be brought in as contractors to drill an oil well, for example but they can't own or operate wells or
refineries, or sell petroleum products retail. That fact, says American petroleum consultant George
Baker, leads to certain ironic situations, because PEMEX is not currently producing enough gasoline
for its own domestic demand and is forced to import gasoline close to one hundred thousand barrels
per day. "If you drive your car into Mexico you can probably buy Arco gasoline," he says. "Only
you'll never know it because Arco's name isn't on it." But PEMEX needs capital to modernize;
foreigners have capital and see Mexico as a good place to invest it. The rumor floating around
in petroleum industry circles and occasionally breaking into the Mexican press is that in time
PEMEX will be reorganized and split into smaller units, some of which will be quietly designated
as "non-strategic" and thus fair game for foreign investment and partial ownership. This could
lead to modest co-production deals between PEMEX and American companies, or it could lead
to Americans operating oil wells in the Gulf of Campeche and Arco gas stations in Mexico City.
PEMEX fervently denies all such scenarios. Baker, however, thinks they are inevitable either as
part of the general opening up of US-Mexico trade or as the result of US oil operators pressuring
Washington to pressure Mexico. Whatever the timetable, it seems unlikely that Mexico can continue
to maintain the wall it has built around PEMEX. Comments one Mexican government official, "You
have a hard time keeping out Mexican immigrants. We have a hard time keeping out American
investors." * Walter Truett Anderson is an associate editor with Pacific News Service.
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